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FRIDAY, JULY 8, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON MercHANT MARINE AND FISHERIES, 


Washington, D. C. 


The committee met at 10 a. m., pursuant to recess, in room 219, Old 
House Office Building, Hon. Herbert C. Bonner (chairman) presiding. 

The Cuatrman. The committee will come to order. 

The first business of the day is S. 741, to extend the provisions of 
title 12 of the Merchant Marine Act, 1936, relating to war-risk insur- 
ance, for an additional 5 years. 

The bill passed the Senate May 5. 

There is a favorable report on the bill from the Secretary of Com- 
merce and a recommendation for favorable consideration from the 
Comptroller General. 

There are also letters and statements that have been asked to be put 
in the record: 

The statement of Alvin Shapiro, American Merchant Marine In- 
stitute; the Association of Marine Underwriters of the United States, 
of New York; the Pacific American Steamship Association, and the 
Shipbuilders Council of America. 

(The documents referred to are as follows :) 


[S. 741, 84th Cong., 1st sess.] 


AN ACT To extend the provisions of title 12 of the Merchant Marine Act, 1936, relating to 
war-risk insurance, for an additional five years 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1214 of title 12 of the Merchant 
Marine Act, 1936, is amended by striking out “5” and inserting in lieu thereof “10.” 

Passed the Senate May 5 (legislative day, May 2), 1955. 

Attest: 

FELTON M. JOHNSTON, 
Secretary. 


STATEMENT OF ALVIN SHAPIRO, WASHINGTON REPRESENTATIVE, AMERICAN 
MERCHANT MARINE INSTITUTE 


The American Merchant Marine Institute represents the owners of a sub- 
stantial majority of American-flag ships of all categories. We desire to express 
our support for S. 741, a bill to extend for another 5 years the authority of the 
Secretary of Commerce to provide war-risk insurance for American vessels. 

This extension of standby authority for marine war-risk insurance is neces- 
sary inasmuch as peacetime marine insurance now available in the private in- 
surance market would expire, generally speaking, 48 hours after the outbreak 
of any major war. After the outbreak of any war involving the great powers, 
such private war-risk insurance would either be unavailable or prohibitively 
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expensive. During World War II, the Congress found it to be in the national 
interest for the Government to issue insurance, that private underwriters were 
unable to provide, covering war risks to ships. During that period, the Gov- 
ernment took in premiums on such war-risk insurance which exceeded by $131,- 
926,857 the claims payable thereunder. Inasmuch as a risk of war continues to 
exist, it is necessary that the authority of the Secretary of Commerce to issue 
insurance be continued as proposed in S. 741. 

However, the situation with regard to the insurable value of the vessel has 
become confused by reason of the following language which was incorporated 
in a rider in the Third Supplemental Appropriation Act, 1951, and in subsequent 
appropriation acts: 

“No money made available to the Department of Commerce, for maritime 
activities, by this or any other Act shall be used in payment for a vessel the 
title to which is acquired by the Government either by requisition or purchase, 
or the use of which is taken either by requisition or agreement, or which is 
insured by the Government and lost while so insured, unless the price or hire 
to be paid therefor (except in cases where section 802 of the Merchant Marine 
Act, 1936, as amended is applicable) is computed in accordance with subsection 
902 (a) of said Act, as that subsection is interpreted by the General Accounting 
Office.” 

The present law, therefore, gives no assurance that a war-risk insurance valua- 
tion for actual or constructive total loss of a vessel will be as much as just 
compensation would be in the case of the loss of a vessel under requisition 
(902 (a)). 

S. 1878 as proposed by the General Accounting Office and as passed by the 
Senate of the 83d Congress, would resolve the confusing situation with regard 
to ship valuation if amended in certain detail. We recommend, therefore, that 
this committee report S. 741 with a committee amendment containing the provi- 
sions of 8S. 1878 as amended. We submit that such a committee amendment 
which has already been the subject of exhaustive consideration on the part 
of all interests concerned would help resolve the present confusion. 

We feel that S. 1878 as passed by the Senate should be amended in one major 
respect, namely, to cover the insurable value of a ship built with the air of 
construction-differential subsidy pursuant to title V of the Merchant Marine 
Act, 1936, as amended. Last year’s bill provided, in effect, that the insurable 
value of such a ship should be limited to its requisition value under section 
802 of the 1936 act or the depreciated construction cost of the ship less the 
depreciated amount of construction-differential subsidy theretofore paid as an 
incident to the construction or reconstruction of the ship in question. We believe 
that the insurable value of a ship built under title V of the Merchant Marine 
Act, 1936, should be equal to its unenhanced market value. 

We would therefore recommend that section 1, subsection (a) (2) of S. 1878 
be revised in such a manner as to make it clear that the valuation for insurance 
purposes of a vessel constructed under the construction-differential subsidy 
provisions of the act will not be limited to an amount which would be received 
under section 802 in the case of an actual requisition. Under the existing law 
there is no such limitation and it appears appropriate that in the case of volun- 
tary insurance a shipowner should not be held down to a valuation which 
represents depreciated book value (as required in sec. 802), which may, and 
probably would have, no relationship to a fair and reasonable value or to replace- 
ment value which should be the true test for insurance purposes. This purpose 
can best be achieved by changing the references to section 902 in the proposed 
subsection to specify “section 902 (a).” 

We would also recommend the following minor amendments to S. 1878 as pro- 
posed last year: 

1. Section 1209 (a) (1) of the Merchant Marine Act: Amend by inserting 
at the beginning thereof the words “Subject to the provisions of paragraph 
2 of this subsection (a).” 

2. Section 1209 (a) (2): Amend by adding the words “as determined 
by the Secretary” after the word “insured” so that such subsection would 
read: 

“(2) In respect of hull insurance, the valuation in the policy for actual 
or constructive total loss of the vessel insured, as determined by the 
Secretary, shall not exceed * * *.” 
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The American Merchant Marine Institute, therefore, recommends that when 
the authority of the Secretary of Commerce to write war-risk insurance is ex- 
tended, as it would be by S. 741, the exceedingly confused situation as to the basis 
for the insurable value of ships—and by the same token, the amount of premium 
payable by the shipowner—should be resolved through the enactment of the 
provisions herein suggested. Such amendments by this committee, which would 
incorporate the provisions of S. 1878 with amendments, would do away with the 
double standard of valuations for insurance and valuations for requisitions which 
is created by title XII as it now stands and the appropriation riders quoted above. 
Furthermore, the provisions of S. 1878 of the last Congress for an adequate court 
review would be in the best traditions of our American heritage of a system of 
justice under law. 

Accordingly, we recommend that the provisions of 8. 1878 with amendments 
be enacted, and suggest that this can best be done through their incorporation 
as a committee amendment to S. 741 now pending before this committee. 
















THE ASSOCIATION OF MARINE UNDERWRITERS OF THE UNITED STATES, 
New York, N. Y., July 5, 1955. 






Re 8. 741. 


Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN BONNER: The Association of Marine Underwriters of the 
United States is a trade association composed of approximately 72 domestic 
insurance companies engaged in the business of marine insurance. 

At the time title XII of the Merchant Marine Act of 1936 (war-risk in- 
surance) was enacted (and at the present time), the war-risk insurance policies 
on hulls issued by insurance companies in the United States provided that in 
the event of outbreak of war between any of the four great powers—France, any 
member of the British Commonwealth of Nations, the Union of Soviet Socialist 
Republics, and the United States of America—the insurance would ipso facto 
terminate 24 hours from midnight Greenwich time of the day on which such 
outbreak occurred. The purpose of the enactment of title XII was to enable 
the Secretary of Commerce to write war-risk insurance when the commercial 
war-risk insurance automatically terminated and was no longer available from 
commercial insurance companies on reasonable terms and conditions. 

The Secretary’s authority to write this insurance expires under the present 
law on September 7, 1955. While the Association of Marine Underwriters of the 
United States is not opposed to an extension of the Secretary’s authority to write 
such insurance, it firmly believes that the authority of the Secretary should be 
limited to 5-year period as provided in S. 741. The association is opposed to 
legislation that permanently authorizes the Government to engage in business 
which is normally occupied by private enterprise. For the foregoing reasons the 
association respectfully submits that the authority of the Secretary of Commerce 
to write war-risk insurance should be extended for another period of 5 years 
rather than permanently, at which time the Congress can reexamine the need 
for such authority, and, if conditions then require the continuance of the au- 
thority, the Congress can then extend the period. 

The association respectfully submits that 8. 741, as passed by-the Senate, should 
be favorably reported by your committee. 

Respectfully yours, 




































Mites F.. Yor, President. 






PAcIFIC AMERICAN STEAMSHIP ASSOCIATION, 
Washington, D. C., June 30, 1955. 





Re S. 741, war-risk insurance; termination of authority. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C.: 
As the chairman of the Merchant Marine and Fisheries Committee is un- 
doubtedly aware, passage of the War Risk Insurance Act of 1950 (Public Law 
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763, 8lst Cong.) was precipitated by the announcement by American and British 
hull underwriters that henceforth the coverage of war-risk insurance under the 
“free of capture and seizure clauses” in hull contracts would expire 48 hours 
after the outbreak of hostilities between any 2 of the 4 great powers, i. e., Great 
Britain, France, United States, and Russia. It thus became imperative that if 
private ship operators were to remain in business, Congress would have to step 
into the picture and insure the hull risk at such time as private underwriters 
relinquished their coverage, i. e., 48 hours after the outbreak of hostilities, 

At the time of passage of Public Law 763, no one could foresee how long this 
policy of the underwriters might continue, and, therefore, Congress set a time 
limit of 5 years under the terms of the law. The 5 years have almost expired 
and the removal of the 48-hour clause by the underwriters does not appear in 
the horizon. Therefore, it seems only consistent with the practicalities of the 
present world situation that section 1214 of the Merchant Marine Act should be 
deleted so as to provide the Secretary of Commerce with permanent authority 
to provide insurance under title 12 of the act. 

We respectfully request that this letter be made a part of the hearing record 
on this bill. 

Very truly yours, 
Raven B. Dewey, 
Washington Representative. 


SHIPBUILDERS COUNCIL OF AMERICA, 
New York, N. Y., May 26, 1955. 
Subject: S. 741, Extension of marine war risk insurance authority under title 
XII of the Merchant Marine Act of 1936. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House Office Building, Washington 25, D. C. 

Dear Mr. CHAIRMAN: Reference is made to pending bill 8S. 741 proposing 
an extension of the Government’s authority to provide marine war-risk insur- 
ance under title XII of the Merchant Marine Act of 1936, as amended, which 
authority, unless made permanent or otherwise extended, will automatically 
expire September 7, 1955. 

The membership of the Shipbuilders Council of America, comprising practically 
all private shipyards of the United States with facilities available for the con- 
struction of large vessels, has requested the council to advise you that they 
strongly support this proposed extension. 

The Shipbuilders Council backed the original enactment of title XII in 1950 
and, thereafter, it was at the request of the council that appropriate forms and 
procedures for builder’s risk war-risk insurance were subsequently developed 
and adopted by the Maritime Administration for use as authorized by this law. 

This active interest in the legislation has been maintained by the council, 
even though in recent years private shipowners, because of conditions largely 
beyond their control, have not seen fit to place orders for new ships with Ameri- 
can shipyards except in isolated instances, which fact, of course, accounts for 
an absence of applications for builder’s risk war-risk insurance. However, irre- 
spective of any demand for new vessels, or a lack of it, the members of the 
council feel that the continuous availability of such governmental war-risk 
insurance to cover ship construction is of significant importance. Its availa- 
bility automatically takes care of one factor which otherwise might adversely 
influence a decision on the part of a shipowner to place a specific order and 
proceed with construction. 

It would be greatly appreciated if you will make these views part of a record 
should hearings be scheduled on this measure. 

Respectfully submitted. 

L. R. SANFORD, President. 
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EXTENSION OF WAR RISK INSURANCE 
The CuatrMan. The witness this morning is Mr. Clarence Morse. 


STATEMENT OF HON. CLARENCE MORSE, MARITIME ADMINISTRA- 
TOR, ACCOMPANIED BY WILLIAM H. LANE, CHIEF, DIVISION OF 
INSURANCE, MARITIME ADMINISTRATION 


Mr. Morse. Good morning, gentlemen. I have a prepared state- 
ment which I believe has been given to the committee. I do not know 
whether you will want me to read it or not, Mr. Chairman. It is a 
short statement. We are in support of this proposed bill, S. 741. I 
will be happy to read my statement, if you wish. 

The CnarrmMan. You may go ahead. 

Mr. Morse. This bill would continue the operation of the war-risk 
insurance legislation of September 7, 1950, from September 7, 1955, 
its present termination date, until September 7, 1960. This authority 
is an important part of the maritime standby legislation, and we urge 
enactment of the measure. The Director of the Bureau of the Budget 
has advised that there is no objection to this statement. 

As a matter of technical form, the title and the text of the measure 
should be amended by changing the term “title 12” (Arabic numeral) 
to “title XII” (Roman numeral). 

Under the Marine War Risk Insurance Act of September 7, 1950 
(title XII of the 1936 act), the Secretary of Commerce, with the 
approval of the President, is authorized to ‘provide war risk and cer- 
tain marine and liability insurance for protection of vessels, cargoes 
and crews, and personal effects. Such insurance is to be furnished 
when commercial insurance for these purposes cannot be obtained 
on reasonable terms and conditions. 

At present, as at the time of enactment of the War Risk Insurance 
Act, commercial policies covering maritime war risks are issued only 
subject to automatic termination clauses in the event of outbreak of 
war between any of the four powers—United States, France, Great 
Britain, and the Union of Soviet Socialist Republics. Even though 
the United States may not be involved immediately, American ship- 
pers, shipowners, and crew members would be without protection 
against loss by risks of war. Ships and cargoes could not be moved 
without adequate insurance coverage. Insurance of this type was 
provided by the Government in both World Wars I and IT, and proved 
both necessary and effective in protecting the United States and its 
civilian and military commerce, with premium receipts in excess of 
losses paid. 

The preliminary work necessary to have the insurance immediately 
available, when its protection is needed for the commerce of the United 
States, has been completed. War-risk insurance binders have been 
issued which would protect shipowners and crews in the event that 
commercial war-risk insurance now covering these risks is canceled 
or terminated upon the outbreak of war or threat of war. The United 
States is now prepared to put into effect in case of need a full wartime 
insurance program on hulls, cargoes, and personnel. 


68523—55——_2 
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Under the Insurance Act, the United States has written certain 
insurance which is presently in effect. This insurance covers certain 
operations of the Military Sea Transportation Service, certain legal 
liabilities of contractors transporting ammunition for the Army, and 
war-risk insurance covering American vessels in United States 
shipyards. 

In the current national emergency, the Maritime Administration, 
Department of Commerce, has put into effect insurance for the pro- 
tection of seamen employed on tankers operated for the account of the 
Military Sea Transportation Service. This insurance is provided 
without premium in consideration of the agreement of the Secretary 
of the Navy to indemnify the Secretary of Commerce for all losses 
covered by the insurance. 

Insurance has also been provided for contractors with the Depart- 
ment of the Army to cover legal liability resulting from explosion 
of ammunition transported. The Secretary of Defense has given an 
indemnity agreement in connection with this insurance. 

No claims have been made under either of these forms of coverage 
as of June 1, 1955. 

The Maritime Administration has also, pursuant to section 1203 
of the act, made available war-risk insurance on American vessels 
under construction in shipyards of the United States. Under this 
authority, war-risk builders’ insurance has been issued to cover cer- 
tain mariner vessels under construction and under contract for sale 
to a United States shipping company. 

Up to the present time, it has not been necessary to make use of 
any funds authorized by section 1203 (a) of the act. Binder fees 
(not premiums) have been collected up to and including May 31, 
1955, in a net amount of $110,795 after payment of agency fees and 
expenses. 

As a matter of national protection, the War Risk Insurance Act 
should promptly be continued in operation. Otherwise, the ocean- 
going commerce of the United States may be totally disorganized in 
the event of war, and the merchant marine would be unable to sup- 
the Armed Forces and other national activities in defense of our 
Nation. 

The Senne and the Maritime Administration urge early en- 
actment of the measure. 

For your information, gentlemen, we have in effect at the present 
time about 2,400 binders. There are 877 hull binders, 793 protec- 
tion and indemnity binders, and 730 crew life and effects binders. 

We have collected an aggregate of $154,750 in binder fees and have 
disbursed expenses of $43,954.45, leaving a net of $110,795 as of May 
31, 1955. 

The CHarrMaAn. Does that complete your statement ? 

Mr. Morsr. Yes, Mr. Bonner. 

The CuatrmMan. On the last page of your statement, the second 
paragraph, “payment of agency fees and expenses”; just what agency 
tees are those? 

Mr. Morse. We utilize the American War Risk Agency, which is a 
nonprofit organization set up by the insurance companies as a service 
agent in writing the binders and renewing the binders and for each 
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binder we pay them $18. Any American insurance company is free 
to become a member of this agency and participate in this insurance. 

The CuatrMan. On page 3: 

No claims have been made under either of these forms of coverage as of 
June 1, 1955. 

From what date to June 1, 1955 ? 

Mr. Morse. We are referring there to the coverage of seamen and 
tankers and the coverage of contractors with the Department of the 
Army. The contract with the Navy was as of December 31, 1953, and 
the contract with the Army has run nearly 5 years now. 

Mr. Chairman, this is Mr. ti who is in our office. 

The Cuatrman. Your full name, Mr. Lane? 

Mr. Lane. William H. Lane. 

The Cuarmman. I will ask counsel of the committee, Does the Sec- 
retary of Commerce make any recommendation in his report as to any 
change in the bill? 

Mr. Zincke. Yes, sir; there is a change suggested with respect to 
changing the numeral in title 12 to a Roman numeral from an Arabic 
numeral. That is the only change. 

The CHamMan. Does the Comptroller General make any recom- 
mendations or suggestions as to change or improvement ? 

Mr. Zincxe. No, sir. The Comptroller Genntel submits a favor- 
able report. 

Mr. Casey. Mr. Morse, these binders that you have issued covering 
the ships, have you agreed yet on a specific valuation for the ships? 

Mr. Morse. No, sir. We have a committee which is set up to study 
ship valuations and we are in the process of obtaining private ap- 
praisals from three different sources on valuations as of January 1 
and July 1, 1955. 

Mr. ao What do you agree to pay in case insurance goes into 
effect, just compensation ? 

Mr. Monee e have a copy of the binder here. I think that would 
be the best reference. 

The binder provides, in part : 

Sum to be insured (blank) dollars but the amount of any claim for damage to 
or the total or constructive total loss of the vessel adjusted, compromised, 
settled, adjudged or paid shall not exceed the lowest of (a) the above stated 
sum, or (0) the value of the vessel as determined in accordance with section 802, 
Merchant Marine Act of 1936, as amended, if the vessel upon acquisition by the 
United States is subject to the provisions of that section or, (c), the vessel’s fair 
and reasonable value as determined in accordance with Public Law 762, 81st 
Congress, and any other applicable acts of Congress provided that the amount 
under (c) hereof shall not exceed the maximum sum which the Maritime 
Administrator, as underwriter, is authorized to pay under any applicable acts 
of Congress. 

Mr, Casey. What is that Public Law 762, which you mentioned ? 

Mr. Morse. That is the original war-risk law. There have been con- 
ditions attached in several of the appropriation acts which provide, as 
I recall, that we may not pay an amount in excess of the amount pro- 
vided in section 902, as that section is interpreted by GAO. 

Mr. Casry. But, basically, this has been going on now for several 
years, this attempt to get some specific valuations for these ships in 
order that if.a war broke out we do not throw all these cases into court. 
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You have these binders and they provide that you will pay under 802 
in one case or 902 in the case of a vessel built with private funds. 

Unless we agree with the owners as to what the valuations will be 
and then depreciate from time to time, it seems to me that there is 
going to be trouble in this thing. 

Mr. Morse. That is true. That is a matter which is the subject of 
legislation in S. 1833, which I think is pending on the Senate side. 

The Crairman. What does S. 1833 do? 

Mr. Casry. There is nothing in S. 1833 that prohibits you from 
going ahead and fixing these valuations now. 

Mr. Morse. We are in the process of going ahead and in the last 
month or so, we received from GAQ, at our request, a change in the 
critical date. 

The Cuarman. Give me an example of what you would do if an 
emergency arose and a ship on which you had a binder, which w 
let ug say, 20 years old, was lost ? On what basis would you dae 
the valuation of that ship? 

Mr. Morst. We would have to arrive at the valuation as of the 
critical date, because there may be no enhancement in the value re- 
sulting from the war accruing subject to that critical date. 

The CHairMan. You are going to enhance the value of this ship 
due to the emergency ? 

Mr. Morse. On the contrar y, we will delete in our determination of 
the insurable value any enhancement in value resulting from the war. 

The Cuamman. What would the value be? What kind of value 
would be placed on a ship which was 20 years old which had been de- 
preciated for tax purposes / 

Mr. Morse. It would be the fair market value as of the critical 
date. 

The Cuatrrman. I remember that fair market value business back 
here some years ago. We sat here and watched the Treasury be 
robbed under that expression of “fair market value.” It was 
outrageous. 

I think that something ought to be done, if we are going to pass a 
bill like this now, to close up this gap. I want to do it. We all want 
to do the right thing, but we do not want to take a ship that was sold 
for $10 and $15 a ton and pay $150 a ton for it. 

Mr. Morse. You and I are not in disagreement, Mr. Chairman. 

The Cuairman. We are in agreement on a lot of things, but I think 
we ought to do something about it. 

Mr. Morsr. On the other hand, the mere fact that they may have 
paid $10 or $15 a ton does not foreclose, in my thinking, the fact that 
they may be entitled to a greater valuation as of a given critical date. 

Mr. Casey. Of course, Mr. Morse, actually, however, they do not 
have to take what you offer them, do they? If the ship is sunk and 
you offer them a valuation fixed as of some critical date, which is 
designed to eliminate the enhancement, suppose they do not like that 
figure ? 

Mr. Morse. I think under the present law they have no choice. 
They accept it and that is it. I think that under the propsal of this 
S. 1833, consideration is being given to permitting them to sue for 


& 


just compensation if they reject our valuation. 
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Mr. Casey. How is it that they could go to court during World 
War IT? 

Mr. Morse. Because, as I recall the insurance binders at that time 
gave them two options, either a fixed valuation, or, if they rejected 
that, the right to sue for just compensation. 

Mr. Casey. So, actually, the binder in World War II and the insur- 
ance policy wrote into the thing the provisions of 902, which include 
the right to go to court. 

I understand that your binder now merely gives the right to fix 
what you determine to be fair valuation with no right to go to court 
if they do not agree with you. 

Mr. Morset. That is my understanding. 

Mr. Casry. Your interpretation now is that the value will be fixed 
as of what date? 

Mr. Morse. January 1, 1955, is the latest date approved by GAO. 

Mr. Casry. What is the philosophy behind that date? 

Mr. Morse. The previous date was back around 1950, in that area, 
before the Korean emergency, and I believe that the thinking of GAO 
is that the Korean emergency enhancements in values have subsided 
and it is back to a more nearly normal condition as of January 1, 
1955. 

Mr. Casry. To what extent do you provide this insurance here for 
MSTS without any premium payments? What is the story on that? 
Why should they get insurance without paying premiums? Who 
would pay the premiums? 

You say you have an agreement between the Secretary of Com- 
merce and the Secretary of the Navy to indemnify for all losses cov- 
ered by insurance. You say the insurance is for the protection of 
seamen employed on tankers for the account of MSTS. That is per- 
sonal liability insurance, is it? 

Mr. Morst. Yes, it is the personal liability under the second seamen’s 
war-risk coverage. 

Mr. Casey. That is a necessary expense for MSTS operation ? 

Mr. Morse. My friend, Mr. Lane, can answer these detailed ques- 
tions much better than I. 

As I understand, their labor contracts do require that they carry 
this type of insurance coverage or that they are legally liable for this 
sort of personal injury and death claims, and therefore, for self- 
protection, they carry the legal liability insurance. 

The CHatrmMan. Mr. Allen. 

Mr. Auten. If you did not use the agency you mentioned in writing 
these binders or some similar private agency, what would the alterna- 
tive method be? 

Mr. Morse. To set up within our own organization a group to han- 
dle the same thing. 

Mr. Auten. In your opinion, which type of service costs the least ? 

Mr. Morse. Our present method is substantially less expensive. It 
costs us about $8,000 per year to service these 2,400 binders. 

Mr. Aten. If this expiration date is not extended beyond Septem- 
ber 5 of this year and if there were a war occurring or some similar 
emergency, would it be likely that ships in port would not sail until 
some law was passed on which they could get some insurance? 
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Mr. Morse. There is no question in my thinking that they would 
not sail unless they were requisitioned by the Government because 
the owners could not afford to run the financial risk. 

Mr. Auxen. It follows that if the merchant marine is to be available 
for immediate use by the Government in an emergency, that this in- 
surance must be available. 

Mr. Morse. That is correct. 

Mr. Auten. Or the Government must take over the merchant 
marine. 

Mr. Morse. That is correct. 

Mr. Auten. Thank you. 

The CHatrmMan. Mr. Robeson. 

Mr. Roseson. I have no questions. 

The Cuarrman. Mr. Van Pelt. 

Mr. Van Pett. No questions. 

The Cuarrman. Mr. Thompson. 

Mr. Txuompson. I would like to know what has been the Govern- 
ment’s expense in losses on this insurance plan. 

Mr. Morse. On this war-risk insurance plan ? 

Mr. Tuompson. Yes. 

Mr. Morse. We have had no losses under the present program be- 
cause all that we are writing at the present time are binders which 
are merely undertakings to insure under certain conditions with the 
exception of these Mariners which we have insured while they are 
under construction, and there have been no losses under those policies. 

Mr. THompson. What about this Cornhusker Mariner? 

Mr. Morse. That would not be under this coverage excepting the 
seamen claims. That was not included in this war-risk insurance 
coverage at all. That was a Government operation and those losses 
are assumed by the Government on a self-insurance basis. 

Mr. Tuompson. On whose books are these sustained losses reflected 
as far as the losses sustained by the Cornhusker Mariner? 

Mr. Morse. On Maritime’s books. 

Mr. Tuompson. That is all. 

The Cuarrman. Mr. Mailliard? 

Mr. Mariiiarp. No questions. 

The Cuatrman. This has been extended before? 

Mr. Morse. Yes, sir. 

The CHarrMan. Why extend it, then? Why not make this act 
permanent. 

Mr. Morsp. Our thinking has been that it is desirable to have a 
periodic review of the activities of this sort by the Congress and for 
that reason we were suggesting a 5-year extension. 

Mr. Casry. You collect binder fees all the time ? 

Mr. Morse. We have charged only one binder fee for a 1-year period 
and at the expiration of that time, by notice in the Federal Register, 
we renewed the binder for an additional year and a half without 
charge. 

Mr. Casey. Will you charge any additional binder fees if this 
legislation goes through ? 

Mr. Morse. We are proposing to do so. 

Mr. Casey. You will charge 
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Mr. Morse. We are planning to do so. 

Mr. Casey. What review does Congress get of this thing in asking 
for an extension as standby legislation? Is it not necessary, as a 
matter of national policy, to always have standby legislation for war- 
risk insurance ? 

Mr. Morse. In our annual report we always report our activities 
under this particular piece of legislation. 

Mr. Casny. Here you are dealing with matters of $100,000 and 
$40,000, and it seems to me that, of course, as soon as the thing goes 
into effect we will be getting into the hundreds of millions of dollars. 

Every time you come up with this you say this is absolutely essen- 
tial to have some standby etatedion: 

It would seem to me that you could issue one binder now and let 
it ride until you need it. 

Mr. Morse. Well, it is partly a matter of whether the private in- 
surance market can pick up this liability. If they ever get to the 
point where they can do so, it would be my thinking that it would be 
desirable to be in the private market rather than the Government 
market. 

Mr. Casey. In peacetime the private market does pick it up, but 
we know as soon as the war bein out, they have already decided in 
their policies to terminate them as soon as war breaks out between the 
four major powers. We know the facts. We know that the com- 
mercial companies will get out and the Government get in. What 
requires this constant extension ? 

Mr. Morse. The 5-year extension ? 

Mr. Casry. Yes. 

Mr. Morse. It is more a matter of judgment. It would seem to 
me to be desirable, from my point of view, that the Congress give it 
a consideration every 5 years rather than just having it on the books 
indefinitely. 

The Cratrman. Mr. Kane is here from the General Accounting 
Office. 

Does the General Accounting Office have observations to make 
on this bill? 

Will you give your full name. 


STATEMENT OF OWEN KANE, LEGISLATIVE ATTORNEY, OFFICE OF 
THE COMPTROLLER GENERAL, GENERAL ACCOUNTING OFFICE 


Mr. Kane. Owen Kane, legislative attorney, Office of the Comp- 
troller General. 

The Crarrman. Did the General Accounting Office desire to make 
any observation ? 

Mr. Kane. Mr. Chairman and members of the committee, by letter 
dated May 20 the Comptroller General, Joseph Campbell, reported to 
you on the Senate bill and stated that we had no objection to its 
passage. 

The Cuamman. Therefore you have no further statement to make? 

Mr. Kane. No, sir; we have no prepared statement and no comments. 

The Cuareman. Thank you very much. 

There is a proposed amendment to the bill. 
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Mr. Zincxe. The amendment merely changes the numerals. 

The CairMan. On page 3. 

Mr. Zinckxe. And also in the title. 

Mr, AuLen. I move, Mr. Chairman, that we amend S. 741, line 3, 
by changing the numerals “12” to the Roman numeral “XII.” 

Mr. Ropeson. Second the motion. 

The Cuarrman. It has been moved and seconded that the figures on 
line 3 be changed from “12” to Roman numerals “X11.” 

Is there any discussion ? 

Mr. Tuompson. That is following the word “title.” 

The Cuatrman. That is right. That is also applicable to the title. 

Mr. AEN. Yes. 

The Cuarrman. Those in favor of the amendment say “Aye.” 

So amended. 

Mr. Tuompson. Before final action, the same thing should be done 
on the first line before line 1: “To extend the provisions” wherever 
it appears. 

The Cuarrman. Is there any further discussion ? 

Mr. Auten. I move we report the bill favorably as amended. 

Mr. Tuompson. Seconded. 

The Cuarrman. It has been moved and seconded that S. 741 be re- 
ported out favorably. 

Those in favor of the motion will say “Aye.” 

Those opposed “No.” 

Carried. 

(Whereupon, at 10:40 a. m., the committee proceeded to further 
business. ) 

COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, May 20, 1955. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

Dear Mr. CHAIRMAN: Reference is made to your letter of May 10, 1955, en- 
closing copies of S. 741, 84th Congress, 1st session, entitled “An act to extend the 
provisions of title 12 of the Merchant Marine Act, 1936, relating to war risk 
insurance, for an additional 5 years,” and requesting our views and recom- 
mendations on the proposed measure. 

Section 1214 of title XII of the Merchant Marine Act (46 U. S. C. 1294) 
authorizes the Secretary of Commerce to provide war risk insurance and reinsur- 
ance when such insurance cannot be obtained at reasonable terms and conditions 
in the commercial market. That authority will expire on September 7, 1955. 
S. 741 will extend the Secretary’s authority for 5 additional years. 

Pursuant to the functions delegated to him by Reorganization Plan No. 21 of 
1950 (64 Stat. 1273, 1276), the Maritime Administrator has developed an insur- 
ance program to implement title XII. Rules and regulations for the underwriting 
of the war risk insurance have been prepared and issued and arrangements have 
been made for using the facilities of underwriting agencies for servicing the 
insurance. About 2,200 war risk insurance binders have been executed with an 
estimated coverage of about $2% billion. It is reported that the Maritime Ad- 
ministration regards its war risk insurance program as developed to a point 
where, if the commercial marine-insurance coverage is terminated because of 
war, most of the American vessels would be covered by the war risk insurance 
provided under title XII. 

In our report of August 29, 1950, to the Director, Bureau of the Budget, relative 
to the enrolled enactment, S. 2484, 8ist Congress, which became the present title 
XII, we recognized the need for such legislation in order that shipping may be 
protected during emergencies in the interest of national security. For the same 
reason, it seems desirable to extend the present legislation and the reported state 
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of development by the Maritime Administration of its war risk insurance 
program. 
Accordingly, we recommend favorable consideration of the bill. 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 





THE SECRETARY OF COMMERCE, 
Washington 25, June 9, 1955. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 

Dear Mr. CHAIRMAN. This letter is in reply to your request of May 10, 1955, 
for the views of this Department with respect to S. 741, an act to extend the 
provisions of title 12 of the Merchant Marine Act, 1986, relating to war risk 
insurance, for an additional 5 years. 

The bill would extend the life of title XII of the Merchant Marine Act, 1936, 
as amended (46 U. S. C. 1281, et seq.) for an additional 5 years. Section 1214 
now provides for expiration of marine war risk insurance authority September 7, 
1955. 

The Marine War Risk Insurance Act of September 7, 1950 (title XII, 1936 
act), which will expire September 7, 1955, is standby legislation which authorizes 
the Secretary of Commerce, with the approval of the President, to provide war 
risk and certain marine and liability insurance for protection of vessels, cargoes, 
and crews and personal effects, when commercial insurance cannot be obtained 
on reasonable terms and conditions. At present, as at the time of enactment of 
the War Risk Insurance Act, commercial policies covering maritime war risks are 
issued only subject to automatic termination clauses in the event of outbreak 
of war between any of the four powers—United States, France, Great Britain, 
and the Union of Soviet Socialist Republics. Even though the United States 
may not be involved immediately, American shippers, shipowners, and crew 
members would be without protection against loss by risks of war. Ships and 
cargoes could not be moved without adequate insurance coverage. 

The preliminary work necessary to have the insurance immediately available 
when its protection is needed for the commerce of the United States has been 
completed. War risk insurance binders have been issued which would protect 
shipowners and crews in the event that commercial war risk insurance now 
covering these risks is canceled or terminated upon the outbreak of war or 
threat of war. Such insurance was provided by the Government in both World 
Wars I and Ii and proved both necessary and effective in protecting the United 
States and its civilian and military commerce, with premium receipts in excess 
of losses paid. Under the Marine War Risk Insurance Act, the United States is 
now prepared to put into effect in case of need a full wartime insurance program 
on hulls, cargoes, and personnel. 

In the current national emergency, we have put into effect, under the War Risk 
Insurance Act, insurance for the protection of seamen employed on tankers 
operated for the account of the Military Sea Transportation Service. This 
insurance is provided without premium in consideration of the agreement of the 
Secretary of the Navy to indemnify the Secretary of Commerce for all losses 
covered by the insurance. Insurance has also been provided for contractors 
with the Department of the Army to cover legal liability resulting from explosion 
of ammunition transported. The Secretary of Defense has given an indemnity 
agreement in connection witlf this insurance. Insurance of the latter type may 
be provided only when the United States is at war or during a period of emergency 
declared by the President. 

No claims have been made under either of these forms of coverage as of May 1, 
1955, although this coverage has been in effect for several years. 

We have also, pursuant to section 1203 of the act, made available war risk 
insurance on American vessels under construction in shipyards of the United 
States. Under this authority, war risk builders’ insurance has been issued to 
cover certain Mariner vessels under construction and under contract for sale 
to a United States shipping company. 

Up to the present time, it has not been necessary to make use of any funds 
authorized by section 1208 (a) of the act. Binder fees (not premiums) have 
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been collected up to and including March 31, 1955, in a net amount of $108,809.90, 
after payment of agency fees and expenses. 

To avoid the likelihood of total disorganization of United States ocean- 
going commerce and the danger of catastrophic failure of our shipping in support 
of our defense forces and activities, the War Risk Insurance Act should be 
extended promptly in advance of its termination. 

The Department, therefore, recommends enactment of the measure. 

The Bureau of the Budget has advised that it would interpose no objection 
to the submission of this letter to your committee. 

Sincerely yours, 
SrnciatrR WEEKS, 
Secretary of Commerce. 
x 








